accompanied by the transformation of cities from manufacturing clusters to innovation centers. It also helps to decongest some of the PRC's densest cities, allowing for more internal migration.
Measuring the growth of cities is not always easy, especially in rapidly urbanizing countries. Egger, Loumeau, and Püschel use night-light radiance to study actual growth in urban areas in the PRC between 1992 and 2013. They find that institutional factors-such as proximity to Special Economic Zones and the hukou (household registration) system, as well as infrastructure accessibility-are important determinants of the spatial growth of urban areas. Their approach has the advantage of not being constrained by actual administrative borders or infrequent census data. It thus gives a more realistic and up-to-date picture of the dynamics of city growth.
In a related paper, Mori studies the evolution of city sizes in Japan between 1980 and 2010. He finds disproportionately high population growth of 24% for a set of core cities. At the same time, cities experienced substantial changes in their industrial composition: an average of 35% of the manufacturing industries that were present in a city in 1980 had left by 2010, while 30% of manufacturing industries located in a city in 2010 were not yet present in the same city in 1980. Despite the important churning of population and industries among cities, the city-size distribution and the relative industrial composition of cities remained largely unchanged.
Land and real estate markets are important determinants of city growth. Glaeser asks why real estate bubbles tend to be a common feature of urban development, and whether they might have a positive effect on growth. Real estate is an attractive investment for more passive debt investors because it tends to function well as collateral. As passive capital flows disproportionately into real estate it can generate price bubbles, which often end up being the source of financial crises. Real estate bubbles could, in principle, be welfare enhancing if cities were small to start with. That said, the large welfare costs of any financial crisis are likely to be greater than the modest benefits of extra building.
Land markets are not free from political intervention. In the PRC, local economic growth is often a criterion for political promotion, and land sales may provide local leaders with the revenue needed to finance mega-projects. Hsu, Li, Tang, and Wu analyze the political determinants of urban land supply in the PRC. They find that land supply increases with the time in office of prefecture-level leaders, consistent with their growing impatience for not being promoted. The paper also finds that land sales are higher whenever auctions that are prone to corruption are used.
It is well known that one advantage of cities, and urban density in general, is productivity gains. Two papers in the volume estimate these agglomeration economies in the context of Asia. Combes, Démurger, and Li analyze the relation between migration, city size, market access, and productivity in the PRC between 2002 and 2013. In 2002, both rural migration and access to foreign markets through a sea port were important drivers of the earnings of urban residents in Asia. By 2013, city size was the crucial determinant of productivity, with rural migration still having a positive, though smaller, effect.
Hasan, Jiang, and Rafols study the effects of urban agglomeration economies in India. Using town-level data, they estimate an elasticity of wages to population size and population density of between 1% and 2%. They also find that larger towns tend to have a greater share of larger firms. In addition to town size, other drivers of productivity are infrastructure, educational services, and geographic location. The findings suggest that for India to live up to its urban potential, the country needs to further invest in urban planning, infrastructure, and public services.
Despite productivity advantages, cities also suffer from high social costs, especially in developing countries. Kahn asks whether climate change will worsen these costs in poor Asian cities. Extreme heat and drought, as well as the increased incidence of natural disasters, will drive rural farmers to cities. The social costs of rapid urbanization could increase due to rising infectious disease rates, pollution, and congestion. The paper considers different strategies for reducing these increased social costs such as making cities more resilient, investing in the poor, and facilitating mobility.
